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November 19, 2012
‘Re:  Impact of Senate Bills 1293 and 1294 on Medicare in Michigan
Dear Chairman Lund and Members of the House Insurance Committee:

My name is Christopher Smith and I am a Michigan attorney. In addition to being on the Council
for the Elder Law and Disabilities Section of the State Bar of Michigan and a volunteer with the
Medicare Medicaid Assistance Program, I also developed a website regarding my concerns about
the impact that Senate Bills 1293 and 1294 will have on Medicare in Michigan that is located at

http://www.ProtectMichiganMedicare.org.

In teaching and counseling individuals about Medicare in Michigan, there are a three points I want
to convey about the important role the Blue Cross Legacy Medigap plans play in Michigan:

. Medigap still offers Michiganders the most healthcare access and choice at a
predictable and contained cost.

At last Tuesday’s hearing, Blue Cross Blue Shield of Michigan submitted a PowerPoint slide
comparing Medigap plans to Medicare Advantage. I am attaching alternative slides explaining
how I would counsel a client when making a Medicare Advantage versus Medigap decision.

As the slides show, a Medicare Advantage plan might be cheaper for a healthy individual and may
be the best option for some individuals. However, Medicare Advantage plans have out-of-pocket
costs in addition to premiums that are allowed to reach up to $6,700 a year in many plans.
Additionally, Medicare Advantage plans have either networks or preferred providers, whereas an
individual on a Medigap plan can see any doctor or specialist in the country that accepts Medicare.

A Medigap plan also allows an individual to select a customized prescription drug plan (“Part D)
that will typically provide better and cheaper prescription drug coverage than the mandatory
prescription plan that comes with most Medicare Advantage plans. Also, on a Medigap plan,
there is no insurer standing between a doctor and the individual when determining what
procedures are medically necessary. And unlike a Medicare Advantage Plan, a Medigap plan
typically does not change each year. '

e BCBSM Legacy plans are an invaluable aid to protect seniors against constant
Medicare marketing messages and ill-advised Medicare decisions.

According to a 2011 study by the National Council on Aging, 68% of seniors cannot even venture
to guess what Medicare Advantage entails and 46% of seniors have never shopped for better
Medicare coverage. Because every single Medicare Advantage plan is different and the details of
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each plan are in its fine print, it is a lot easier for an individual to be in a wrong Medicare
Advantage plan than it is to be in a wrong Medigap plan.

Additionally, seniors are bombarded with 30-second television commercials and mail marketing
that uses sound bites to sell a senior on a complicated Medicare plan that may or may not be best
for him or her. Commission schedules also provide incentives that may not be in a Medicare
beneficiary’s best interest. Luckily, because the Blue Cross Blue Shield Legacy Medigap plans
are affordable, comprehensive, and are available regardless of age and medical condition, they
provide an important protection in case a senior or individual with disability either signs up for a
bad Medicare plan or fails to sign up for an additional plan at all. This is an invaluable senior
protection.

e Losing the current BCBSM Legacy plans will increase Medicaid expenditures in
Michigan.

The fiscal impact study of these bills does not include a projection of the increase in Medicaid if
Senate Bills 1293 and 1294 are passed. While it is difficult to put an exact figure on how much
Medicaid expenditures would increase, Medicaid costs will increase. Some examples:

- A nursing home resident on Medicaid can deduct his or her medical expenses from the resident’s
share of the monthly nursing home expense. If the resident’s premiums go up or he or she has
greater medical co-pays or deductibles, the amount Michigan must pay the nursing home under
Medicaid increases.

- A person on BCBSM Legacy Plan C generally has no co-pays or deductibles. Even an
individual on a modest income can currently afford its premiums. However, if those premiums are
no longer affordable, that person will likely either just be on Original Medicare or will join a
Medicare Advantage plan that may have co-pays or deductibles up to $6,700 a year. Thus, in a
medical crisis, it is more likely that this individual will need Medicaid to pay medical bills.

- The co-pays and deductibles of Original Medicare or Medicare Advantage may cause a
Michigander to forgo necessary medical treatment. Foregoing that treatment could lead to more
serious medical conditions down the road that the individual will need Medicaid to pay for.
Worse, that individual may need skilled nursing care under Medicaid.

These are just a few examples of how Senate Bills 1293 and 1294 will shift medical costs from
BCBSM onto taxpayers in the form of increased Medicaid expenditures.

I appreciate your time in diligently considering the multitude of ways that this legislation impacts
Medicare in Michigan and respectfully ask that the Medigap plans be protected in this legislation.

Sincerely,

s~

Christopher W. Smith
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